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27 CFR Ch. I (4–1–10 Edition) § 27.31 

§ 27.31 Warehouse receipts covering 
distilled spirits. 

The sale of warehouse receipts for 
distilled spirits is equivalent to the 
sale of distilled spirits. Accordingly, 
every person engaged in business as an 
importer of distilled spirits who sells, 
or offers for sale, warehouse receipts 
for distilled spirits stored in customs 
bonded warehouses, or elsewhere, must 
register and keep records as a dealer in 
liquors at the place where the ware-
house receipts are sold or offered for 
sale, in accordance with part 31 of this 
chapter. 

(26 U.S.C. 5121, 5122, 5123, 5124) 

Subpart D—Tax On Imported 
Distilled Spirits, Wines, and Beer 

DISTILLED SPIRITS 

§ 27.40 Distilled spirits. 

(a) A tax is imposed on all distilled 
spirits in customs bonded warehouses 
or imported into the United States at 
the rate prescribed by 26 U.S.C. 5001 on 
each proof gallon and a proportionate 
tax at a like rate on all fractional 
parts of each proof gallon. All products 
of distillation, by whatever name 
known, which contain distilled spirits, 
are considered to be distilled spirits 
and are taxed as such. The tax will be 
determined at the time of importation, 
or, if entered into bond, at the time of 
withdrawal therefrom. 

(b) A credit against the tax imposed 
on distilled spirits by 26 U.S.C. 5001 is 
allowable under 26 U.S.C. 5010 on each 
proof gallon of alcohol derived from el-
igible wine or from eligible flavors 
which do not exceed 21⁄2 percent of the 
finished product on a proof gallon 
basis. The credit is allowable at the 
time the tax is payable as if it con-
stituted a reduction in the rate of tax. 

(c) Where credit against the tax is de-
sired, the person liable for the tax shall 
establish an effective tax rate in ac-
cordance with § 27.41. The effective tax 

rate established will be applied to each 
entry. 

(Approved by the Office of Management and 
Budget under control number 1512–0352.) 

(Sec. 201, Pub. L. 85–859, 72 Stat. 1314, as 
amended (26 U.S.C. 5001); Sec. 201, Pub. L. 85– 
859, 72 Stat. 1356, as amended (26 U.S.C. 5201); 
Sec. 6, Pub. L. 96–598, 94 Stat. 3488, as amend-
ed (26 U.S.C. 5010)) 

[T.D. ATF–297, 55 FR 18069, Apr. 30, 1990] 

§ 27.41 Computation of effective tax 
rate. 

(a) The proprietor shall compute the 
effective tax rate for distilled spirits 
containing eligible wine or eligible fla-
vors as the ratio of the numerator and 
denominator as follows: 

(1) The numerator will be the sum of: 
(i) The proof gallons of all distilled 

spirits used in the product (exclusive of 
distilled spirits derived from eligible 
flavors), multiplied by the tax rate pre-
scribed by 26 U.S.C. 5001; 

(ii) The wine gallons of each eligible 
wine used in the product, multiplied by 
the tax rate prescribed by 26 U.S.C. 
5041(b)(1), (2), or (3), as applicable; and 

(iii) The proof gallons of all distilled 
spirits derived from eligible flavors 
used in the product, multiplied by the 
tax rate prescribed by 26 U.S.C. 5001, 
but only to the extent that such dis-
tilled spirits exceed 21⁄2% of the denom-
inator prescribed in paragraph (a)(2) of 
this section. 

(2) The denominator will be the sum 
of: 

(i) The proof gallons of all distilled 
spirits used in the product, including 
distilled spirits derived from eligible 
flavors; and 

(ii) The wine gallons of each eligible 
wine used in the product, multiplied by 
twice the percentage of alcohol by vol-
ume of each, divided by 100. 

(b) In determining the effective tax 
rate, quantities of distilled spirits, eli-
gible wine, and eligible flavors will be 
expressed to the nearest tenth of a 
proof gallon. The effective tax rate 
may be rounded to as many decimal 
places as the proprietor deems appro-
priate, provided that, such rate is ex-
pressed no less exactly than the rate 
rounded to the nearest whole cent, and 
the effective tax rates for all products 
will be consistently expressed to the 
same number of decimal places. In such 
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